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Re: 


Appraisal  of  Early  Land 
Parcel  1  -  Central  Business 
District  Urban  Renewal 
Area  -  (R-82) 


Dear  Mr.  Logue: 


In  accordance  with  the  provisions  of  Contract  No.  66-32  dated  July  21, 
1966  entered  into  by  the  Redevelopment  Authority  of  the  City  of  Boston 
and  the  undersigned  firm,  we  respectfully  submit  this  reuse  appraisal 
of  Early  Land  Parcel  ]  within  the  Central  Business  District  Urban  Re- 
newal Area  (R-82). 

In  determining  the  fair  value  of  Parcel  1,  an  analysis  has  been  made 
of  the  several  uses  permitted  at  the  development  site,  as  permitted 
in  the  Business  zone  of  the  Boston  zoning  code.   On  the  basis  of  site 
suitability,  alternative  site  availability  and  other  marketing  con- 
siderations, office  use  has  been  found  to  be  the  most  logical  for 
development  at  the  site.   The  determination  of  the  fair  value  for 
office  use  is  based  on  an  analysis  of  prices  paid  by  developers  for 
similar  office  sites  elsewhere  in  Boston,  and  the  affect  of  the  es- 
tablished controls  and  other  factors  on  the  parcel. 

Office  usage  of  the  site  has  been  determined  in  the  basis  of  the  par- 
cel location,  size,  shape  and  other  physical  characteristics  as  well 
as  the  apparent  market  as  determined  in  "Downtown  Boston,  Market 
Studies  for  Urban  Renewal"  prepared  for  the  Boston  Redevelopment 
Authority  by  Robert  Gladstone,  May  1963- 
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For  office  use,  the  site  offers  a  number  of  advantages  including: 

1.  Location  near  the  office  and  financial  district  in  central 
Boston . 

2.  Location  about  one  block  south  of  the  new  Government  Center 
Urban  Renewal  Project  which  will  contain  offices  of  federal, 
state,  and  local  governmental  agencies. 

3.  Proximity  to  the  downtown  Boston  shopping  area  along  Wash- 
ington Street  which  would  be  convenient  for  employees  of 

an  office  building  at  the  site  during  lunch  hours  and  after 
work. 

k.      Historical  landmarks,  including  the  Old  South  Meeting  House 
and  the  proposed  City  Hall  restoration,  will  give  some  pres- 
tige to  the  location  for  office  building  purposes. 

However,  in  addition,  certain  disadvantages  affect  the  value  of  the 
site  for  development  purposes.   The  most  significant  disadvantages 
are : 

1.  The  triangular  shape  of  the  parcel  would  offer  consider- 
able architectural  challenge  and  would  require  special 
considerations  for  floor  layouts,  vertical  transporta- 
tion, etc. 

2.  (n  addition  to  the  normal  site  architectural  design  prob- 
lems, the  land  use  and  building  requirement  further  specify 
that  all  construction  plans  will  be  subject  to  review  by  a 
design  committee  of  the  Redevelopment  Authority. 

3.  Reuse  controls  limit  the  floor  area  ratio  at  the  site  to  6.0. 
Alternative  locations  in  the  office  districts  of  Boston  have 
floor  ratios  permitted  of  up  to  10.0. 

Besides  these  three  disadvantages  which  the  developer  will  face  rela- 
tive to  alternative  locations,  the  transaction  is  subject  to  public 
scrutiny  and  there  are  numerous  administrative  problems  imposed  when 
dealing  with  a  governmental  agency  as  part  of  the  urban  renewal 
process . 

The  fair  value  has  been  determined  within  the  general  framework 
of: 

1.  The  redevelopment  plan  for  the  Central  Business  District 
Urban  Renewal  Area. 

2.  The  development  activity  for  office  use  in  the  Boston  area, 
especially  at  sites  in  the  downtown  area. 


3.   Land  transactions  indicating  the  prices  developers  are 
willing  to  pay  in  the  open  market  to  develop  a  site  for 
office  use,  in  downtown  Boston. 

Based  upon  considerations  of  these  factors,  it  is  our  opinion  that 
under  conditions  of  the  normal  market  where  the  parcel  would  be 
offered  on  an  arms  length  basis  subject  to  the  controls  and  pro- 
cedures established  by  the  Boston  Redevelopment  Authority  and  the 
Renewal  Project  Admi n i st rat  ion , the  fair  value  of  Early  Land  Parcel 
#1  (Land  Area  10,000  Sq.  Ft.)  is  $6,75  per  square  foot,  or  a  total 
of  $67,500. 

As  an  alternative  to  disposing  of  the  parcel  in  the  open  market,  Early 
Land  Parcel  #1  might  be  disposed  of  to  an  abutter.   Under  such  a 
sale,  it  can  be  assumed  that  most  if  not  all  the  adverse  factors 
affecting  the  fair  value  under  an  open  market  sale  would  be  set 
aside  since  the  assemblage  of  the  parcel  with  an  adjoing  parcel 
would  create  a  more  flexible,  and  thus  more  valuable  parcel.   Thus, 
if  Early  Land  Parcel  #1  is  sold  to  an  abutter,  the  fair  value  would 
be  $18.00  per  square  foot  or  a  total  of  $180,000. 

The  undersigned  firm  does  not  have  an  interest  (  including  that  of 
a  real  estate  agent  or  broker),  direct  or  indirect,  present  or  prospec- 
tive, in  any  of  the  land  in  the  project  area,  or  in  the  sale  or  dis- 
position thereof,  or  any  other  interest,  whether  or  not  in  connection 
with  the  said  property,  which  would  conflict  in  any  manner  or  degree 
with  the  performance  of  the  services  in  the  submission  of  impartial 
reports,  and  has  not  employed  and  will  not  employ,  in  connection  with 
the  services  to  be  furnished  hereunder,  any  person  having  such  in- 
terest; and  until  the  project  land  is  disposed  of  by  the  Local  Public 
Agency,  or  excluded  from  its  project  or  projects  by  resolution  of 
its  governing  body,  the  appraiser,  and  any  employees  of  the  appraiser, 
so  long  as  they  are  employed  by  the  appraiser,  will  not  acquire  any 
interest  in  the  project  area,    and  will  not,  for  their  own  account  or 
for  other  than  the  Local  Public  Agency,  negotiate  for  any  of  the 
land  in  the  project  area,  perform  services  in  connection  with  said 
land,  or  testify  voluntarily  as  a  witness  in  any  proceeding  with 
respect  to  such  land. 

Respectfully  submitted, 

LARRY 


C.  Everett  St'eichen 
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INTRODUCTION 


Purpose  of  the  Appraisal 

This  report  has  been  prepared  to  indicate  the  fair  values  as  of 
the  current  date  of  Early  Land  Parcel  1  in  the  Central  Business 
Urban  Renewal  Area  (Massachusetts  Project  R-82),  in  Boston.   The 
appraisal  is  conducted  under  Contract  Register  66-32  between  the 
Boston  Redevelopment  Authority  and  Larry  Smith  &  Company  dated 
July  21,  1966. 

The  parcel  appraised  in  this  report  is  to  be  made  available  for 
a  commercial  reuse  as  permitted  in  the  "B"  zone  as  prescribed  by 
the  Boston  Zoning  Code.   The  reuse  of  the  site  is  to  be  consis- 
tent with  the  planning  objectives  for  this  portion  of  the  Central 
Business  District  Urban  Renewal  Project  which  can  be  paraphrased 
as  fol lows : 

1.  Provide  a  concentrated  development  so  as  to 
enclose  Washington  Street  and  confirm  the  urban 
character  of  this  portion  of  the  project,  and 

2.  To  enhance  the  settings  for  historic  buildings 
and  where  appropriate,  to  provide  public  open 
space. 

In  addition  to  the  two  major  planning  objectives  cited  above, 
development  on  the  site  is  also  to  be  compatible  with  plans  to 
improve  traffic  circulation  in  the  area  and  be  of  a  character 
which  would  encourage  new  commercial  development  in  the  vicinity. 

Assumpt  ions 

In  the  preparation  of  a  reuse  appraisal,  certain  basic  assumptions 
are  made  with  regard  to  the  conditions  prevailing  at  the  time  of 
the  appraisal.   In  the  event  that  any  of  the  following  conditions 
are  altered  significantly,  the  fair  value  determined  for  the  early 
land  parcel  could  be  subject  to  change.   In  some  cases,  more  de- 
tailed qualifications,  other  than  those  presented  below,  arise  at 
specific  points  in  the  appraisal.   However,  certain  basic  assump- 
tions are  stated  at  the  outset  and  include: 

1.  The  development  of  the  entire  renewal  area  will 
proceed  in  an  orderly  fashion  and  in  a  reason- 
ably short  time. 

2.  All  public  improvements  to  be  provided  in  the 
project  area  will  either  be  completed  or  com- 
mitted for  prior  to  the  disposition  of  the 
redevelopment  parcels. 


3.   The  disposition  site  will  be  disposed  of  in  a 
cleared  and  rough-graded  condition  essentially 
ready  for  construction.   In  those  cases  where 
a  redeveloper  is  required  to  undertake  special  site 
work,  the  fair  value  will  be  adjusted  downward 
to  reflect  such  costs. 

k.      Fair  values  provided  for  the  uses  permitted  on 
the  disposition  parcel  will  represent  average 
values  based  upon  the  assumption  that  the  plan 
will  be  completed  as  designed.   It  is  also  rec- 
ognized that  timing  of  the  sale  will  have  an 
effect  upon  the  marketing  price  for  that  parcel. 
Therefore,  if  disposition  is  to  take  place  after 
substantial  delay,  the  fair  values  may  be  subject 
to  change.   In  those  cases,  fair  values  indicated 
in  this  report  are  valuable  only  as  guide  factors 
in  initiating  negotiations  proceeding  toward  a  land 
disposition  agreement, 

5.  Since  fair  values  are  established  for  the  redevel- 
opment plan  as  a  whole,  it  is  assumed  that  the  land 
will  be  sold  in  an  orderly  fashion  and  that  undue 
competition  from  alternative  locations  either  within 
or  outside  of  the  project  area  would  not  drive  down 
the  price  of  the  land. 

6.  The  Boston  Zoning  Code  and  Enabling  Act  adopted 
March  29,  1963  will  remain  basically  unchanged 
over  the  period  of  disposition  since  a  part  of 
the  value  of  the  redevelopment  land  springs  from 
the  relationship  of  the  disposition  control  and 
restrictions  as  compared  with  the  local  zoning 
code. 

7.  All  land  in  the  project  will  be  transferred  free 
and  clear  of  all  encumbrances  except  those  speci- 
fically noted  in  the  urban  renewal  plan. 

Appra  i  sa 1 

The  appraisal  is  organized  in  such  a  manner  so  as  to  provide  a 
logical  basis  for  determining  the  fair  value  of  Early  Land  Par- 
cel I.   At  the  outset  of  the  appraisal,  seven  basic  assumptions 
are  established  within  which  the  appraisal  can  take  place.   Sub- 
sequently, the  appraisal  proceeds  with  a  description  of  the 
basic  characteristics  and  objectives  of  the  redevelopment  plan 
for  the  project  and  their  effect  upon  the  parcels  fair  value. 
Then  an  examination  is  made  of  prevailing  market  values  for 
those  uses  which  could  be  considered  for  development  at  the 
site  which  would  be  compatible  with  the  existing  environment,  the 
redevelopment  plan  and  the  specific  controls  established  for 
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the  disposition  parcel.  Finally,  utilizing  the  base  or  local  market 
value  established  for  the  reuse  of  the  site,  adjustments  are  made 
with  respect  to  the  site  location,  shape,  topography,  reuse  controls 
and  the  administrative  difficulties  found  in  the  urban  renewal  pro- 
cess relative  to  each  reuse  considered  for  development  at  the  site. 
The  adjusted  base  value  is  applied  to  the  land  area  of  the  parcel 
at  the  development  density  permitted  the  reuse  in  order  to  determine 
the  total  fair  value  of  the  parcel. 

Hereafter  in  the  appraisal,  the  word  "site"  is  used  concurrently  to 
indicate  Early  Land  (disposition)  Parcel  1,   Value  as  used  in  this 
report  indicates  the  minimum  price  at  which  a  parcel  of  land  can  be 
exchanged  in  the  open  market  between  a  willing  buyer  and  a  seller 
after  a  reasonable  exposure. 


-  Ill 


Early  Land  Parcel  1 
♦  MBTA  ACCESS 

ustrative  Site  Plan    , 

reject  Boundary 

January  1966 


Central 

Business  District 
Urban  Renewal  Area 
Massachusetts  R-82 


SECTION  I 
THE  CENTRAL  BUSINESS  DISTRICT  PROJECT 


Redevelopment  Plan 

In  determining  the  fair  value  for  Early  Land  Parcel  1,  attention  is 
directed  to  the  upper  Washington  Street  portion  of  the  Central  Busin- 
ess District  Urban  Renewal  Project  illustrated  on  the  facing  map. 
Washington  Street  is  the  central  shopping  area  for  Boston,   One  and 
two  blocks  south  of  Parcel  1  are  Filene's  and  Jordan  Marsh,  Boston's 
two  largest  department  stores. 

Presently  the  area  area  around  Parcel  1  is  characterized  by  a  mixture 
of  office,  retail,  parking,  service,  and  other  commercial  uses.   The 
streets  in  the  vicinity  are  narrow  and  create  problems  of  congestion. 
The  major  design  objectives  of  the  redevelopment  plan  are  to  provide 
a  concentrated  development  in  the  upper  Washington  Street  area  in 
order  to  confirm  the  urban  character  of  the  area.   Another  objective 
is  to  enhance  the  setting  for  historical  buildings  in  the  vicinity 
and  where  appropriate  to  provide  public  open  space.   Traffic  improve- 
ments and  new  commercial  developments  are  also  planned. 

Redevelopment  activity  in  the  vicinity  of  Parcel  1  will  include  a  full 
range  of  commercial  uses.   However,  most  of  the  redevelopment  activity 
will  be  concentrated  along  the  Washington  Street  frontage  properties. 
About  two  blocks  north  of  Parcel  1  redevelopment  is  already  underway 
in  the  Government  Center  Urban  Renewal  Project.   Some  of  the  new  devel- 
opment in  the  Central  Business  District  Project  will  be  an  extension 
of  uses  planned  in  the  Government  Center  Project  consisting  mainly  of 
office  and  public  institutional  facilities. 

Two  private  office  buildings  are  planned  for  the  area  between  Parcel  1 
and  Government  Center  on  Washington  Street.  Both  proposals  are  in  the 
early  planning  stages  at  this  time. 

Other  redevelopment  activity  in  downtown  Boston  which  will  affect  the 
Central  Business  District  Project  is  taking  place  in  the  Waterfront 
Urban  Renewal  Project  which  concentrates  principally  on  marine- 
oriented  uses  but  will  include  other  central  business  area  land  use 
types. 

Located  on  the  fringe  of  the  financial  and  office  building  district. 
Parcel  1  is  affected  by  the  new  office  building  activity  taking  place 
in  this  area.  A  number  of  major  industrial  firms,  banks  and  institu- 
tions have  constructed  major  headquarter  facilities  in  this  area.  In 
December,  the  First  National  Bank  of  Boston  announced  the  acquisition 
of  an  entire  block  for  a  new  office  and  bank  building. 


In  summary,  Parcel  1  is  on  the  periphery  of  both  the  Boston  retail 
core  and  major  downtown  office  complexes.   Thus,  from  the  stand- 
point of  location  and  neighborhood  environment.  Parcel  1  could 
logically  be  redeveloped  for  a  variety  of  commercial  uses. 

Parcel  Description 

Parcel  1  will  be  created  by  the  demolition  of  existing  uses  and  the 
rerouting  of  School  Street,   The  parcel  is  triangular  in  shape  and 
contains  about  10,000  square  feet  of  land  area.   Although  the  site 
does  have  visibility  to  Washington  Street,  it  does  not  have  frontage 
on  it.   Visibility  is  best  from  office  complexes  to  the  north. 

Existing  uses  on  School  Street  consist  of  a  mixture  of  office,  bank- 
ing and  other  service  facilities.   Also  located  in  the  vicinity  of 
Parcel  1  on  School  Street  are  the  Parl<er  House,  an  old  historical 
landmarl<  hotel,  and  the  original  Boston  City  Hall.   It  is  understood 
that  efforts  are  being  made  to  maintain  City  Hall  at  its  present  loca- 
tion as  a  historical  landmarl<.   Opposite  Parcel  1  is  another  major 
historical  landmarl<,  the  old  South  Meeting  House.   Under  the  renewal 
plan,  the  area  around  the  historical  landmark  will  be  used  as  public 
open  space. 

Under  the  proposed  redevelopment  plan.  School  Street  is  expected  to 
be  a  one-way  street  east.   Although  proposals  are  not  firm,  Washing- 
ton Street  is  expected  to  remain  a  one-way  street  north.   Thus,  in 
order  to  travel  east  using  School  Street,  traffic  must  cross  Washing- 
ton Street  to  Milk  Street  and  enter  the  financial  and  office  building 
district.   The  renewal  plan  calls  for  the  realignment  of  School  Street 
to  turn  south  from  its  present  path  in  order  to  make  an  intersection 
with  Milk  Street  for  cross-traffic.   The  School  Street  frontage  of 
Parcel  1  will  be  the  result  of  the  street  adjustment  required  by  the 
redevelopment  plan.   Topography  does  not  appear  to  be  a  factor  in  the 
development  of  the  site  or  in  its  fair  value  determination. 
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SECTION    II 
LOCAL  MARKET    VALUES 


The  base  value  from  which  fair  value  of  Early  Land  Parcel  1  can  be 
determined  is  derived  on  the  basis  of  an  analysis  of  the  land  types 
which  are  likely  to  be  developed.   A  base  value  reflects  a  number  of 
assumptions  contributing  to  that  value.   In  effect,  the  base  value 
is  the  establishment  of  a  typical  price  for  parcels  in  generally 
the  same  situation  as  uses  which  might  be  developed  on  the  disposi- 
tion parcel.   Some  of  the  assumptions  against  which  base  values  are 
deve loped  fol low: 

1.  Only  the  zoning  controls  are  applicable  as  estab- 
lished by  the  Boston  Zoning  Code  adopted  March, 
1963. 

2.  That  the  land  transaction  would  take  place  in  an 
open  market   and  on  an  arm's-length  basis  for  de- 
velopment by  private  individuals  having  no  obliga- 
tion to  submit  the  transaction  to  public  surveillance 
and  who  would  be  motivated  only  by  the  opportunity  for 
the  profitable  development .of  that  parcel. 


m 


That  the  development  will  be  carried  out  in  such  a 

anner  that  there  will  be  no  competition  between  par- 
cels; that  is,  each  individual  developer  would  be 
presumed  to  be  cognizant  of  the  competitive  forces 
normally  present  in  a  market  and  that  there  would 
be  no  unusual  supply  of  available  land  on  the  market 
at  the  same  time. 

k.      That  the  parcels  would  not  be  much  larger  than  one 
acre  in  size.   This  is  based  upon  the  belief  that 
under  most  circumstances  there  would  be  no  signifi- 
cant increase  on  a  per  square  foot  basis  of  value  for 
the  assembly  of  parcels  of  more  than  one  acre  in 
size  in  Boston.   This  also  implies  a  judgement  for 
general  development  purposes  that  a  prudent  investor 
would  anticipate  difficulty  in  marketing  the  amount 
of  space  which  would  be  developed  under  the  above 
assumptions  on  a  ground  area  of  more  than  one  acre. 

It  is  recognized  that  the  above  assumptions  represent  a  hypotheti- 
cal set  of  circumstances  which  do  not  in  reality  reflect  the  true 
situation  in  Boston.   However,  the  base  value  established  under 
these  assumptions  is  necessary  in  establishing  the  fair  value  for 
Early  Land  Parcel  1  in  that  it  provides  a  value  against  which  further 


adjustments  can  be  applied  in  order  to  reflect  the  individual  charac- 
teristics of  the  site. 

Uses  Permitted 

Before  a  base  value  can  be  established,  it  must  be  determined  what  use 
or  uses  are  most  suitable  as  well  as  those  uses  permitted  for  develop- 
ment on  the  site. 

The  land  use  controls  for  the  site  allow  all  commercial  uses  permitted 
in  the  "B"  Zone  of  the  City  of  Boston  Zoning  Ordinance,   Review  of  "B" 
Zone  uses  reveals  that  the  following  uses  could  be  developed  at  the 
si  te: 

1.  All  residential  uses, 

2.  All  lodging  houses,  dormitories,  hotels,  etc., 

3.  Educational  institutions, 

k.      Public  institutional  facilities  provided  that  the  site  is 
not  used  for  drug  addicts,  alcoholics,  mentally  ill  or 
deficient  persons,  or  as  a  penal  or  correctional  institution, 

5.  Recreational  uses, 

6.  Public  service  uses, 

7.  Retail,  eating  places,  and  entertainment  and  service  estab- 
1 i  shments, 

8.  Rail  or  bus  terminal,  and 

9.  Parking. 

Of  the  uses  permitted  for  development  on  the  site,  certain  of  them  can 
be  eliminated  on  the  basis  of  environmental  and  locational  characteris- 
tics, typical  development  standards,  reuse  controls  and  other  develop- 
ment factors.  Among  the  principal  limiting  factors  are:  1)  the  build- 
ing constructed  on  the  parcel  is  required  to  have  a  minimum  floor  area 
of  30,000  square  feet,  and  2)  access  or  loading  by  vehicles  is  not 
permitted  from  School  Street.  (See  Land  Use  and  Building  Requirements 
in  Appendix  A. 

Transportation  and  parking  uses  are  automatically  eliminated  from  con- 
sideration because  of  vehicular  controls.   This  control  would  also 
limit  the  adaptability  of  the  site  for  transient  housing  and  retail 
use  because  each  use  requires  vehicular  access  for  delivery  and  loading, 


Although  the  site  could  physically  accommodate  a  residential  structure, 
most  of  the  surrounding  uses  are  not  compatible  with  residential  liv- 
ing.  Thus,  such  a  use  would  not  be  a  suitable  use  for  Parcel  1,   Most 
recreational  uses  would  be  excluded  from  developing  the  site  because 
of  parcel  size,  shape  or  minimum  building  requirements.   Thus,  the 
most  suitable  use  of  the  site  is  for  office  use. 

Office  Development 

The  extent  of  new  office  development  under  urban  renewal  and  private 
development  in  downtown  Boston  provides  sufficient  basis  for  determin- 
ing the  current  market    value  for  land  for  office  development.   For 
private  office  development,  land  values  cover  a  wide  range  of  prices 
paid  by  developers  and  vary  with  locations  and  also  the  date  of  sale. 
However,  on  the  basis  of  information  available  from  various  transac- 
tions for  office  development,  as  summarized  in  Appendix  B,  $2.25  P^r 
square  foot  of  building  area  developed  offers  a  reasonable  level  from 
which  adjustments  can  be  made  for  individual  site  characteristics. 

It  is  also  interesting  to  note  that  land  disposed  for  office  develop- 
ment in  the  Government  Center  Urban  Renewal  Project,  a  few  blocks 
north  of  the  site,  has  received  prices  which  are  nearly  competitive 
with  private  market  transactions.   This  can  be  accounted  for  by: 

1.  The  demand  for  new  office  space  in  downtown  Boston; 

2.  The  convenient  location  of  office  parcels  in  the 
Government  Center  Project  to  sizable  new  and  exist- 
ing federal  and  state  office  complexes;  and 

3.  Convenience  to  existing  office  developments  in  the 
nearby  financial  district. 

Therefore,  urban  renewal  land  is  not  selling  at  substantial  discounts 
to  privately  marketed  land.   Despite  the  growing  availability  of  land 
for  office  development  in  urban  renewal  areas,  land  is  still  being 
assembled  privately  for  office  development.   Among  the  notable  users 
of  large  amounts  of  office  space  are  banks,  educationsl  organizations, 
insurance  companies,  and  various  institutions.   In  contrast  to  most 
urban  renewal  projects,  where  substantial  write-downs  for  land  are 
required  in  order  to  market  the  land,  Boston  redevelopment  projects 
are  providing  a  vehicle  for  assembling  land  at  costs  only  slightly 
lower  than  private  assemblies.   Thus,  private  developers  are  in  a 
position  to  bid  competitively  for  sites  made  available  through  urban 
renewa 1 . 
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TABLE  1 

EARLY  LAND  PARCEL  1 
FAIR  VALUE  DETERMINATION 

Assumed  Reuse  Office        Office 

Nature  of  Sale  Open  Market    to  Abutter 

Base  Value  (per  sq.  ft.  of  bldg.)  $   2.25       $   2.25 

Adjustments  of  Base  Value 
Urban  Renewal  Process 
Disposition  Controls^ 
Locat  ion (2 
Shape  (3 

Cumulative  Adjustment 

Fair  Value  (per  sq.  ft.  of  bldg.) 

Floor  Area  Rat  io(^ 

Fair  Value  (per  sq.  ft.  of  land) 

Total  Fair  Value  (10,000  sq.  ft.) 


-15% 

-15 

-20 

-10 

- 

+  10 

-15 

-  5 

-507o 

-20 

$  1.125 

$ 

1  .80 

6 

10 

$  6.75 

$ 

18.00 

$67,500 

$180,000 

T)   Bl dg.  requ  i  rements  easements  and  design  review  -  access  feature 
not  critical  if  sold  to  abutter  since  adjacent  owners  would 
have  access  to  Province  or  School  Streets  for  delivery,  loading, 
etc  . 

2)  For  Five  Cent  Savings  Bank  Office  Building  -  location  is  enhanced 
by  frontage  to  Washington  Street  and  entire  block  on  School  Street, 
Retail  on  Washington  has  frontage  -  would  add  to  i t  -  better 
advert  i  s  i  ng . 

3)  The  triangular  shape  of  the  parcel  would  affect  the  utility  of 
the  parcel  to  a  greater  degree  if  sold  on  the  open  market  than 
if  sold  to  an  abutter. 

k)      The  Redevelopment  Plan  limits  the  floor  area    ratio  to  6.0.   This 
limitation  would  effect  the  fair  value  of  the  parcel  if  sold  on 
the  open  market.   However,  if  sold  to  an  abutter,  where  the  parcel 
would  be  merged  with  lands  not  affected  by  the  Plan,  it  can  be 
expected  that  the  prospective  purchaser  would  be  more  influenced 
by  the  long  range  opportunities  under  the  zoning  ordinance  than 
the  Redevelopment  Plan. 
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SECTION  III 
FAIR  VALUE  DETERMINATION 


The  fair  value  of  Early  Land  Parcel  1  has  been  determined  by  the 
following  procedure: 

1.  Establishment  of  the  local  market  value  for  office 
uses  in  the  Boston  area  (summarized  in  Section  II 
and  discussed  at  length  in  Appendix  8). 

2.  A  review  of  the  proposed  redevelopment  plan  for  the 
project  and  effect  upon  Parcel  1  development. 

3.  Analysis  of  building  and  land  use  requirements  as  they 
affect  office  development  on  Parcel  1  versus  develop- 
ment under  normal  Boston  Zoning  code  restrictions. 

k.      A  review  of  physical  development  factors  affecting 
the  parcels  such  as  location,  shape,  topography, 
access  i  bi 1  i  ty  ,  etc  . 

k.      Adjustment  of  the  base  value  for  the  fact  that  the 
parcel  will  be  disposed  under  the  urban  renewal 
process . 

Tablie  1  opposite  summarizes  considerations  of  the  above  steps. 
The  parcel  has  been  appraised  against  the  assumption  that  the  site 
would  be  best  suited  for  an  office  building.   However,  the  value  is 
different  depending  upon  the  nature  of  the  sale.   If  sold  on  the 
open  market,  the  full  affect  of  the  reuse  controls  would  be  felt. 
If  sold  to  an  abutter,  the  parcel  could  be  expected  to  have  far 
greater  flexibility,  in  particular  over  the  long  run,  and  this  should 
command  a  higher  price. 

The  adjustment  factors  which  have  been  applied  to  the  base  value  for 
office  uses  in  downtown  Boston  include  the  urban  renewal  process,  dis- 
position controls,  location  and  shape  of  the  parcel. 

The  adjustment  for  the  urban  renevjal  process  is  a  standard  adjustment 
for  disposition  parcels  in  an  urban  renewal  project  regardless  of  use. 
This  adjustment  is  in  recognition  of  the  problems  of  dealing  with  a 
redevelopment  agency  as  an  arm  of  municipal  government,  the  associated 
administrative  problems,  and  the  necessity  of  public  exposure. 


-  6  - 


Within  the  framework  of  the  disposition  controls  placed  upon  Early 
Land  Parcel  1,  (see  Appendix  A),  a  downward  adjustment  in  value  of 
20%  has  been  made  for  an  open  market  transaction.  This  adjustment 
is  accounted  for  principally  by  four  control  elements  including: 

1.  Building  requirements  which  affect  both  the  planning 
of  construction  and  the  right  of  the  redevelopment 
authority  to  prescribe  further  construction  controls. 

2.  Limitation  on  vehicular  access  to  the  parcel.   The 
"no  loading"  requirement  from  School  Street  is  the 
principal  determining  factor  in  establishing  the  use 
of  the  parcel  . 

3.  In  addition  to  specific  controls  certain  design  re- 
quirements must  be  met  and  approved  by  the  redevelop- 
ment authority.   These  controls  relate  to  setbacks, 
signs,  landscaping,  and  related  matters.   Even  though 
some  degree  of  control  is  exercised  under  normal 
building  codes,  the  redevelopment  requirements  are  more 
s tr  i  ngent . 

k.      Reservation  of  the  right  to  provide  easements  for 
utilities  and  pedestrians  through  the  parcel. 

The  factors  cited  above  have  a  detrimental  effect  upon  the  fair  value 
of  the  site  in  an  open  market  transaction  and  result  in  a  substantial 
discount  from  normal  market  values.   Due  to  the  greater  flexibility 
an  abutter  would  have  in  the  use  of  the  parcel  which  would  eliminate 
the  severity  of  these  controls,  a  lesser  adjustment  has  been  introduced 
in  a  sale  to  an  abutter. 

Because  of  Parcel  I's  location  on  the  fringe  of  both  the  financial 
district  and  the  new  office  complex  being  developed  in  Government 
Center  the  location  is  judged  to  be  at  least  equal  to  other  available 
parcels  as  an  open  market  transaction.   However,  the  exposure  to 
Washington  Street  would  be  of  particular  value  to  the  abutting  property 
to  the  west  and  thus  the  parcel  would  have  greater  than  average  lo- 
cational  value. 

Development  of  the  parcel  for  office  use  will  require  special  design 
considerations  because  of  the  triangular  shape  of  the  parcel.   Al- 
though architectural  planning  techniques  are  sufficiently  sophisti- 
cated to  cope  with  unusual  building  sites,  some  cost  consideration 
resulting  from  floor  layouts, etc.  will  result  in  a  lower  value  for 
this  parcel  relative  to  other  sites  available  on  the  market.   An  ad- 
justment of  -15%  has  been  applied  in  the  case  of  an  open  market  trans- 
action.  While  the  traingular  shape  would  still  be  a  problem,  it 
could  more  readily  be  handled  by  an  abutter. 


Finally,  the  floor  area  ratio  affects  the  fair  value  of  the  parcel. 
It  can  be  expected  that  a  redeveloper  purchasing  Early  Land  Parcel  #1 
would  view  the  redevelopment  control  of  a  floor  area  ratio  of  6.0  as 
representing  the  maximum  development  opportunity.   While  bound  by  the 
Land  Use  Controls,  an  abutter  would  be  expected  to  take  a  broader  view 
and  evaluate  the  parcel  in  terms  of  the  zoning  which  would  control  the 
use  of  the  total  parcel.   Since  the  parcel  is  in  a  B-10  zone,  a  floor 
area  ratio  of  10.0  would  apply. 

In  summary,  Early  Land  Parcel  #1  would  have  relatively  limited  value 
if  sold  on  the  open  market  compared  to  its  fair  value  if  sold  to  an 
abutter. 


APPENDIX  A 

LAND  USE  &  BUILDING  REQUIREMENTS 
EARLY  LAND  PARCEL  I 


Permitted  Uses;   Commercial  use  meaning  to  include  uses  permitted 
in  the  "B"  zone  in  the  City  of  Boston  Zoning  Ordinance. 


Building  Requirements;  The  development  of  this  parcel  shall  be 
required  and  the  developer  thereof  shall  be  obligated  as  part  of 
a  land  disposition  agreement  to  be  entered  into  with  the  Authority 
to  construct  the  improvements  within  a  stated  time  schedule  in 
accordance  with  the  land  use  controls  and  building  requirements 
as  may  be  established  by  the  Authority  at  the  time  of  disposition. 


Floor  Area  Ratio;   Minimum  -  3;   not  to  exceed  6. 


Access ;   No  vehicular  access  from  School  Street;   no  truck  loading 
from  School  Street. 


Easements ;   The  Authority  may  reserve  easements  as  necessary  or 
desirable  for  utilities  or  pedestrian  walkways  through  the  parcel. 


Des  I  gn  Rev  lew;   Site  plans,  plans  and  elevations  of  buildings  and 
building  specifications  shall  be  subject  to  design  review  and  approval 
of  the  Boston  Redevelopment  Authority.   In  addition,  the  Authority, 
at  the  time  of  disposition,  shall  establish  suitable  controls  rela- 
tive to  height,  setback,  pedestrian  easements,  signs,  landscaping, 
and  related  matters. 
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APPENDIX  B 
OFFICE  BUILDING  REAL  ESTATE  TRANSACTIONS 


Office  building  sites  useful  as  a  comparable  sale  in  determing  the 
local  market  value  for  office  building  construction  in  downtown  Bos- 
ton are  available  either  in  the  downtown  area  or  at  close-in  locations 
such  as  Cambridge,  Brookline,  etc.   Even  the  non-downtown  locations 
exhibit  a  considerable  degree  of  comparability  of  they  have  convenient 
excess  into  the  downtown  area.   However,  the  bulk  of  the  recent  new 
office  building  construction  has  taken  place  in  the  downtown  area 
either  privately  or  in  conjunction  with  the  local  urban  renewal  pro- 
gram.  For  this  reason,  downtown  office  building  land  sales  are  used 
in  establishing  the  base  value  for  this  use. 

The  first  part  of  the  analysis  is  concerned  with  private  construc- 
tion.  Afterwards,  several  sales  for  office  construction  which  have 
taken  place  in  the  Government  Center  Urban  Renewal  Project  are 
examined.   This  comparison  is  useful  in  establishing  criteria  for 
determining  not  only  the  base  value  applicable  to  appraising  the 
disposition  parcels,  but  also  for  understanding  those  factors  which 
affect  the  value  of  office  building  parcels  in  downtown  Boston. 

Table  B-1,  following  Appendix  B,  provides  a  listing  of  real  estate 
transactions  involving  office  buildings.   There  has  been  a  decline  in 
the  number  of  private  transactions  taking  place  in  downtown  Boston  in 
the  last  few  years  because  of  the  large  amounts  of  land  available 
through  the  several  urban  renewal  projects  either  completed  or  under 
construction.   For  office  building  pruposes,  the  most  significant  of 
these  projects  are  the  Government  Center,  the  Waterfront  and  Central 
Business  Districts  Projects.   Rather  than  analyze  each  individual  sale, 
a  comparison  has  been  made  of  the  transaction  and  those  outstanding 
features  which  are  useful  in  understanding  the  determination  of  the 
typical  land  prices  paid  by  developers  of  office  space.   First,  a 
comparison  is  made  of  the  prices  paid  per  square  foot  of  land  area 
and  on  a  square  foot  of  building  area  basis.   It  will  be  noted  that 
the  prices  per  square  foot  of  land  area  vary  on  a  considerable  scale. 
However,  on  a  price  per  square  foot  of  building  area  constructed,  the 
percentage  differential  is  considerably  smaller.   Two  of  the  better 
examples  of  this  relationship  are  the  Traveler's  Insurance  Building 
on  High  Street  and  the  State  Street  Bank  Building  in  downtown  Boston. 
The  land  cost  per  square  foot  was  about  $10  for  the  Traveler's 
Building  and  over  $25  for  the  State  Street  Bank  Building.   On  the 
other  hand,  against  the  size  of  building  constructed  at  that  loca- 
tion, the  differential  in  land  prices  paid  was  only  $.30  per  square 
foot  of  building  area,  or  nearly  20%  less  for  the  Traveler's  Insur- 
ance Building.   The  differential  is  the  result  of  the  building  area 
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constructed.   Traveler's  has  280,000  square  feet  and  the  State 
Street  Bank  Building  has  about  1,000  square  feet.   Thus,  it  is 
not  always  relative  to  compare  the  land  costs  in  an  area  because 
the  densities  of  development  permitted  at  a  location  are  more 
applicable  in  value  considerations. 

Those  buildings  having  notably  higher  land  costs  per  square  foot 
of  building  area,  such  as  the  Blue  Cross-Blue  Shield,  and  the 
proposed  John  Hancock  Insurance  Buildings  and  IBM  could  be  the 
result  of  excessive  land  assembly  costs  in  areas  of  intensive 
land  development.   The  Blue  Cross-Blue  Shield  Building,  is  in  the 
Financial  District  of  Boston  where  office  buildings  are  concentrated, 
while  the  IBM  Building  is  located  in  the  prestige  Back  Bay  area  of 
Boston  where  land  values  are  generally  on  a  higher  scale  for  all  uses, 

For  comparison  pruposes,  two  real  estate  transactions  for  office 
buildings  are  presented  which  took  place  in  Cambridge,  Massachusetts, 
At  both  locations  the  land  costs  on  a  per  square  foot  basis  were 
comparatively  lower  than  the  downtown  Boston  area.   However,  on  a 
per  square  foot  of  building  area  constructed,  these  locations  are 
nearly  comparable  to  many  of  the  downtown  office  building  locations. 
These  two  sales  reinforce  the  assumption  that  density  standards 
bear  a  definite  relationship  on  the  price  which  a  developer  can 
pay  for  land  and  still  obtain  a  reasonable  rate  of  return  on  his 
investment . 

The  Heritage  Center,  adjacent  to  Prudential  Center,  consisting  pri- 
marily of  a  parking  garage,  theater,  exhibition  hall,  general  of- 
fice space  and  other  commercial  uses  is  presented  along  with  the 
office  buildings  since  it  reflects  the  effect  of  office  bulding 
construction  on  adjacent  parcels  in  Boston,   The  Prudential  Center, 
including  the  office  tower,  hotel,  apartments  and  related  retail 
facilities  has  had  a  considerable  impact  upon  land  values  in  its 
immediate  vicinity.   Therefore,  a  parcel  developed  in  the  vicinity 
of  such  a  complex  in  effect  reflects  many  of  the  same  factors  pre- 
valent in  a  development  of  office  space  in  downtown  Boston  where  a 
similar  multiplicity  of  land  uses  also  exists.   The  land  price 
paid  per  square  foot  of  building  area  constructed  at  the  site 
amounts  to  $2,00,   However,  the  cost  per  square  foot  of  land  area 
was  considerably  lower  than  many  of  the  parcels  assembled  for  of- 
fice building  purposes  in  downtown  Boston. 

The  sizes  of  two  office  buildings  (Nos.  9  and  12)  proposed  for  con- 
struction are  not  available.   Therefore,  these  buildings  have  been 
evaluated  on  the  basis  that  they  would  be  built  to  the  maximum 
floor  area  ratio  permitted  in  Boston.   One  of  the  buildings  is  lo- 
cated on  Commonwealth  Avenue  at  a  considerable  distance  from  down- 
town Boston,  in  an  area  where  there  is  re-latively  little  office 
building  construction.   The  area  is  near  Boston  University.   On 
the  other  hand,  the  Massachusetts  Teachers'  Association  Building 
will  be  constructed  at  a  location  near  the  State  Capitol  on  Beacon 
Hill,  the  principal  office  concentrations  established  in  Boston's 
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Financial  District  and  the  Government  Center.   The  prices  paid 
both  for  land  alone,  as  compared  with  the  cost  per  square  foot  of 
building,  reflect  the  character  and  competitiveness  of  office  de- 
velopment in  these  areas. 

Government  Center  Urban  Renewal  Project 

In  Table  B-2  several  transactions  in  the  Government  Center  Project 
on  which  prices  are  either  already  final  or  pending  approval  of 
the  Department  of  Housing  anf  Urban  Development  are  presented. 
The  land  cost  on  a  per  square  foot  of  building  area  basis  for  the 
most  part  reflects  the  relative  advantage  of  location  for  each  of 
the  sites.   Developers  of  urban  renewal  land  in  the  Government 
Center  Project  have  paid  about  $1.00  to  $2.00  per  square  foot  of 
building  area  constructed  for  land. 

The  lowest  price  paid  was  $.95  per  square  foot  of  building  area  on 
Parcel  7d.   This  is  probably  a  reflection  of  its  reJatively  poorer 
location  compared  to  the  other  parcels  because  it  is  situated  along 
the  Fitzgerald  Expressway,  on  the  fringe  of  the  Government  Center 
Project.   Parcel  8,  on  the  other  land,  represents  an  extremely  high 
price  paid  per  square  foot  of  building  area   for  an  urban  renewal 
project  relative  to  private  market  transactions  but,   this  parcel 
offers  a  superior  location  relative  to  the  balance  of  the  project. 
The  site  lies  generally  between  the  existing  financial  district, 
federal  and  other  governmental  offices  in  the  Government  Center 
Project.   It  is  also  within  a  convenient  three-block  walking 
distance  to  Boston's  retail  core  along  Washington  Street. 


In  summary,  developers  for  downtown  land  in  Boston  can  reasonably 
be  expected  to  pay  about  $2.25  per  square  foot  of  building  area 
constructed.   This  reflects  a  value  for  a  parcel  requiring  some 
land  assembly  cost  and  a  site  if  over  one  acre  in  size.   It  also 
should  be  recognized  that  urban  renewal  properties  are  not  selling 
substantially  below  private  market  land.   This  would  reflect  the 
highly  competitive  nature  of  the  office  market  in  downtown  Boston, 
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TABLE  B-2 

REAL  ESTATE  TRANSACTIONS 

SELECTED  GOVERNMENT  CENTER 

OFFICE   PARCELS 


Parcel 


Use 


5  Federal    Offices 

(Land  Area    -    198,539   Sq.Ft. 

7D  General    Office 

(Land  Area    -    55,000   Sq.    Ft. 

8  General    Office 
(Land   Area    -    31,000  Sq.    Ft. 

12  General    Office 

(Land  Area   -   36,715  Sq.    Ft. 

7A  General    Office 

(Land   Area    -    10,680   Sq.    Ft, 

78  General    Office 

(Land   Area    -    10,980   Sq.    Ft. 

7C  General    Office 

(Land  Area   -    10,980  Sq.    Ft. 

9  General    Office 
(Land   Area    -    ]k,8k]    Sq.    Ft. 

IOC  General    Office 

(Land   Area    -    l^+.OOO   Sq.    Ft, 


Gross   Bldg.     ,. 
Area    Permitted^ 
(Sq,    Ft.) 

1  ,200,000 


Land 
Disposition   Land  Cost  of 
Pr  i  ce     Bui Idinq  Area 


555,000 

700,000 

293,720 

85,^^0 

87,8^+0 

87,840 

118,728 

1  12,000 


(Sq.  Ft.) 

$1 

,200,000 

$1.00 

$ 

530,000 

$  .95 

$1 

,240,000 

$1.77 

$ 

440,580 

$1.50 

$ 

128,160 

$1.50 

$ 

123,525 

$1.41 

$ 

123,525 

$1,41 

$ 

163,251 

$1.38 

$ 

172,200 

$1.54 

1  )  Bui Iding  Area  Permitted  determined  by  multiplying  the  maximum 
permitted  FAR  (Floor  Area  Ratio)  by  the  site  land  area. 
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